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Crisis, What Crisis? 
Patterns of Adaptation in European Labor Markets
* 
 
The current crisis, while of a global nature, has affected national labor markets to a varying 
extent. While some countries have experienced a steep increase in unemployment, 
employment in other developed economies has not fallen in parallel with a significant decline 
in GDP. Our analysis shows that labor market institutions frequently used to study 
employment performance can explain the development of unemployment in the situation of 
crisis in some clusters of countries much better than in others. One major factor to be 
incorporated in capturing national variations is the role of internal flexibility, in particular 
working time adjustment. This calls for a broader concept of labor market flexibility which 
takes into account different channels of adjustment. 
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                                Rescaled Distance Cluster Combine 
        C A S E         0         5        10        15        20        25 
  Label            Num  +---------+---------+---------+---------+---------+ 
=
  Finland            7   ─┐ 
  Germany            9   ─┼─┐ 
  Belgium            3   ─┘ ├─────────┐ 
  Austria            2   ───┘         ├─┐ 
  Denmark            6   ───┬─────────┘ │ 
  Sweden            22   ───┘           ├─────────────────────────────────┐ 
  Norway            17   ───┬───────┐   │                                 │ 
  Switzerland       23   ───┘       ├───┘                                 │ 
  Netherlands       15   ───────────┘                                     │ 
  Canada             4   ─┬───┐                                           │ 
  United Kingdom    24   ─┘   ├─────┐                                     │ 
  Ireland           11   ─┬─┐ │     │                                     │ 
  New Zealand       16   ─┘ ├─┘     ├───────────────────────────┐         │ 
  Australia          1   ───┘       │                           │         │ 
  Japan             13   ───┬─────┐ │                           │         │ 
  Korea             14   ───┘     ├─┘                           │         │ 
  United States     25   ─────────┘                             ├─────────┘ 
  Czech Republic     5   ─┬───┐                                 │ 
  Slovak Republic   20   ─┘   ├─────────────────┐               │ 
  Hungary           10   ─┬───┘                 │               │ 
  Poland            18   ─┘                     ├───────────────┘ 
  France             8   ─┬─────┐               │ 
  Spain             21   ─┘     ├─┐             │ 
  Portugal          19   ───────┘ ├─────────────┘ 






























































                                Rescaled Distance Cluster Combine 
        C A S E         0         5        10        15        20        25 
  Label            Num  +---------+---------+---------+---------+---------+ 
=
  Czech Republic     5   ─┐ 
  United Kingdom    22   ─┼───┐ 
  Ireland           11   ─┘   ├───────┐ 
  Hungary           10   ───┬─┘       │ 
  Poland            24   ───┘         ├───────────────────────────────────┐ 
  Italy             12   ─┐           │                                   │ 
  Spain             19   ─┼───────────┘                                   │ 
  Portugal          17   ─┘                                               │ 
  Denmark            6   ───┬───────┐                                     │ 
  Sweden            20   ───┘       │                                     │ 
  Austria            2   ─┬─┐       ├─────────────────────────────────────┘ 
  France             8   ─┘ ├─┐     │ 
  Germany            9   ───┘ ├─────┘ 
  Belgium            3   ─┬─┐ │ 
  Netherlands       14   ─┘ ├─┘ 
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coef/se coef/se coef/se coef/se
Lagged Dependent Variable 0.306*** 0.308*** 0.147*** 0.133**
(0.029) (0.063) (0.029) (0.058)
Macro Shocks -0.255*** -0.289*** -0.307*** -0.336***
(0.017) (0.035) (0.016) (0.030)
Labor Market Institutions 0.036 0.053 0.049 0.066
(0.039) (0.086) (0.049) (0.098)
Interaction: Shocks-Intitutions -0.011 -0.015 -0.008 -0.021
(0.015) (0.019) (0.015) (0.019)
Bargaining Coordination 0.025 0.029 0.030 0.027
(0.023) (0.032) (0.026) (0.035)
















ë~ãéäÉ= ãÉ~åëK= qÜÉ= ÉÑÑÉÅí= çÑ= áåëíáíìíáçåë= áë= ëáÖåáÑáÅ~åí= áå= íÜÉ= Ú^åÖäçJp~ñçåÛ= ~åÇ= íÜÉ=

















































Lagged Dependent Variable 0.067 -0.047 0.366***
(0.063) (0.065) (0.097)
Macro Shocks -0.207*** -0.286*** -0.317***
(0.038) (0.048) (0.053)
Labor Market Institutions 0.134 0.622** -0.460***
(0.107) (0.273) (0.157)
Interaction: Shocks-Intitutions -0.149*** 0.149*** 0.067
(0.032) (0.036) (0.078)
Bargaining Coordination 0.160** -0.060 0.071
(0.076) (0.051) (0.072)
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